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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial supervisory agency to
use its authority when examining financial institutions subject to its supervision, to assess the
ingtitution=s record of meeting the credit needs of its entire community, including low- and
moder ate-income neighborhoods, consistent with safe and sound operation of the institution.
Upon conclusion of such examination, the agency must prepare a written evaluation of the
institution's record of meeting the credit needs of its community.

This document is an evaluation of the CRA performance of Sonoma National Bank prepared
by the Office of the Comptroller of the Currency (OCC), the institution's supervisory agency, as

of November 1, 1999. The agency rates the CRA performance of an institution consistent with
the provisions set forth in Appendix A to 12 CFR Part 25.

INSTITUTION'SCRA RATING: Thisinditution israted ASatisfactory.f The factors supporting
the bank-=s overd| rating include the following:

C The bank:=s quarterly average loan-to-deposit ratio exceeds the standards for satisfactory
performance;

C The digtribution of loans to businesses with different revenues is reasonable;
C The geographic digtribution of loans throughout the assessment arealis good;

C A mgority of loans generated were within the bank:=s assessment area.



DEFINITIONS OF TERMS APPLIED IN THIS PUBLIC DISCLOSURE
L ow - Income Geogr aphy:

For acensustract: The median family incomeis less than 50% of the median family income for the
MS3A inwhichit islocated.

M oder ate - |ncome Geogr aphy:

For acensustract: The median family incomeis equd to or greater than 50% and less than 80% of
the median family income for the MSA in which it is located.

Middle - Income Geogr aphy:

For acensustract: The median family incomeis equa to or greater than 80% and less than 120%
of the median family income for the MSA in which it islocated.

Upper - Income Geography:

For acensustract: The median family incomeis equa to or greater than 120% of the median
family income for the MSA in which it is located.

LMI:

Abbreviation for Alow- or moderate - incomef. Characterizes geographies and families.
Median Family Income:

As determined by U.S. Census Bureau datain 1990.
MSA:

Metropolitan Statistical Area.



DESCRIPTION OF INSTITUTION

Sonoma Nationa Bank (SNB) was founded in 1985, and is awholly owned subsidiary of Northern
Empire Bancshares, aunit bank holding company. As of September 30, 1999, the bank had total
assats of $371 million. Theinditution provides generd banking services through its main office in Santa
Rosa, CA and two branches in Oakmont and Windsor, CA. The bank aso operates three Loan
Production Officesin San Francisco, CA; Citrus Heights, CA; and, Phoenix, AZ . The bank does not
have ATM:s.

SNB focusesiits lending activity to business customers by offering commercia red edtate, red edtate
construction, and commercid business loans. These loans account for 87% of the tota 1oans
outstanding as of September 30, 1999.

The following chart portrays the principa loan mix of the bank:
Loan Portfolio as of 9/30/99

Construction

Commercial RE
Commercial Businsas Loans
Other

Thereare no legd or financia circumstances impeding the bank=s ability to help meet the credit needs of
the community. SNB recalved a satisfactory rating in its prior CRA evauation in July 1996.
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DESCRIPTION OF ASSESSMENT AREA

SNB has chosen Sonoma County asits assessment area. The 1990 US Census reports Sonoma
County is comprised of 60 census tracts and populated by 388,222 individuas. Asshownin Table 1,
there are no low income census tracts within the county, and the maority of the population and
businesses are located in middle income censustracts. The 1999 HUD median family incomeis
$55,900 and 36% of the families within the county are low to moderate-income (LMI) families (based
on 1990 census median family income of $41,961). Competition in the areais high among community
banks, thrifts, and local branches of regiond and large banks. SNB:-s assessment area meets regulatory
guidelines and does not arbitrarily exclude LMI aress.



Assessment Area Characteristics
Number of Census | Percent of Total Per cent of Per cent of
IncomeLeve Tracts Census Tracts Families Businesses

Low Income 0 0% 0% 0%
Moderate Income 8 13% D% 16%
Middle Income 42 0% 4% 0%
Upper Income 9 15% 17% 14%
N/A * 1 2% 0% %
Total 60 100% 100% 100%

Tablel Source: 1990 US Census and 1999 Dun and Bradstreet Business Demographic Data

Sonoma County has experienced strong growth in jobs and red income. It isthe fastest growing
metropolitan areain the Bay Areawith over 30% of the county:s population living in Santa Rosa
During 1999, the economy of Sonoma County entered its sixth year of growth, outperforming both
Cdiforniass and the natiorrs economy since 1990. Six industry clusters are considered to be the
primary drivers of the economy: agribusiness, information technology, high-vaue manufacturing, tourism,
professional services, and retail trade.

Employment Distribution by Leading Cluster, 1998

Agribusinsss

Retell Trace

Professional Bervices
Teurism

High-Velue Menufacturing
Infermation Technolegy
Other Industries
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Source: Regional Financial Associates

COMMUNITY CONTACTS

We made two contacts with loca community organizations to gain additiona information about the
community. Both contacts consdered the loca economy to be robust with strong job growth. They
fed tha affordable housing and smdl business |oans are the primary needs of the community. We aso
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reviewed the files of severa previous community contacts who aso reflect that affordable housing and
gamadl business |oans are the primary needs of the community.

SCOPE OF REVIEW

Our evauation of the bank=slending performance is based upon loans originated since June 30, 1996.
The bank is primarily abusiness lender providing commercid red edtete, red estate congtruction and
genera purpose businessloans. We determined that an andys's of these three categories of loans
represents the most meaningful information for our evaluation. Management does not prepare reports
detailing originations, therefore we sdected arandom sample of 60 business |oans originated since the
lagt evaduaion. Management maintains census tract information on al loans which we used in our
andyss fter testing the information for accuracy.

CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA
Loan to Deposit Ratio:
C Thebank=sloan to deposit ratio exceeds the standardsfor satisfactory.

We evauated the bank:s quarterly average loan-to-deposit ratio from June 1996 to June 1999. We
then compared this ratio to three financia ingtitutions with headquartersin the assessment area, and with
total assets between $180 million and $440 million. The bank:sratio averaged 91%, which iswell
above the 71% average of the three peer banks.

Querterly Aversge Loan to Deposit Retio Comparison

mr

The chart to the left shows the quarterly
“l average loan to deposit ratio of Sonoma
Nationa Bank and the three peer banks.
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Lending in the Assessment Area:

C Thebank meetsthe standardsfor satisfactory performancein thisarea. Based on our
sample, the bank originated a majority of loansin the assessment area.

Asillugrated in Table 2 below , 70% of the number and 66% of the dollar amount of the loansin our
random sample were made insde the assessment area.

LENDING INSIDE AND OUTSIDE THE ASSESSMENT AREA
Number of Loans Dollar Amount of L oans $(000's)
L ocation
Number Per cent $ Per cent
InAA 42 0% 22,876 66%
Out of AA 18 30% 11,874 3%
Total 60 100% 34,750 100%

Table?2

Geographic Distribution of Loans

Assessment Area Geographic Distribution
Percantages Described Below
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C The geographic distribution of sampled loans within the assessment areaisreasonable.

Moderate Middie Upper
Cansua Tract Incame Lavel

. SNB Pearcant by Numbar
|:| SNB Percent by Dellar
|:| Percent of Businesses In Tract



The disperson of loans within the assessment areais reasonable and compares satisfactorily to the
areas demographics, asillugrated in the above chart. We determined the census tract income leve for
the sampled loans within the assessment area. We found that 21% of the number and 21% of the dollar
volume were to businesses in moderate income census tracts. Thisis reasonable consdering 16% of
the businesses are located in moderate tracts and these tracts comprise 13% of the assessment area
(see Table 1 and Table 3 for details). While there were some census tracts within the assessment area
with no loans, these census tracts include moderate, middle and upper income tracts. We found no
evidence of arbitrary excluson of moderate income census tracts.

ASSESSMENT AREA GEOGRAPHIC DISTRIBUTION

Businesse Penetration by Number Penetration by Dollar

sin Tract* of Loans Amount of Loans (000's)
Income Level of Census Tract

Percent | Number | Percent $ Per cent

Low Income 0% 0 0% 0 0%
Moderate Income 16% 10 21% 5,168 21%
Middle Income 70% 27 67% 15,783 70%
Upper Income 14% 5 12% 1,925 8%
N/A 0% 0 0% 0 0%
Totd 100% 42 100% 22,876 100%

Table3 *1999 Dun and Bradstreet Business Demographic Data

Distribution of Credit Within the Assessment Area by Business Revenue

C Distribution of credit among businesses of different sizesisreasonable and meetsthe
standardsfor satisfactory performance.

There is reasonable penetration of loans to businesses of different Szes. Dun and Bradstreet reports
91% of the businesses that reported income had gross revenues less than $1 million.  Of the 42 loansin
the assessment area, 81% were to businesses with less than $1 million in gross revenue.

LOANSTO BUSINESSES OF DIFFERENT SIZES

DOLLAR AMOUNT OF
LOANS (000'S)

BUSINESSESIN AA* NUMBER OF LOANS

BUSINESS REVENUE

NUMBER PERCENT NUMBER PERCENT $ PERCENT

lessthan or equal to $1 15,879 91% 34 81% 19,506 85%




LOANSTO BUSINESSES OF DIFFERENT SIZES

BUSINESSESIN AA*

NUMBER OF LOANS

DOLLAR AMOUNT OF
LOANS (000'S)

million
grester than $1 million 1,560 9% 8 19% 3,370 15%
Total 17,439 100% 42 100% 22,876 100%

Table4 *Source: 1999 Dun & Bradstreet Business Demographic Data
OTHERITEMS
Response to Complaints:

Management has not received any complaints about the bank=s CRA performance since the last CRA
evauation conducted in June 1996.

Fair Lending Examination:
We conducted a concurrent fair lending review focusing on auto loans made within the past year. We

compared the terms provided to each borrower and did not identify any violations of the various anti-
discrimination laws and regulations.
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